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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E X V I C E  COMMISSION 

I n  t h e  Matter of: 

THE A P P L I C A T I O N  OF THE J E S S A M I N E  COUNTY 

SUANT TO CHAPTER 7 4  OF THE KENTUCKY R E V I S E D  

( 1 )  A C E R T I F X C A T E  OF P U B L I C  CONVENIENCE A N D  
N E C E S S I T Y ,  AUTHORIZING AND PERMITTING S A I D  
WATER D I S T R I C T  TO CONSTRUCT WATERWORKS 
L)ISTIIIDU'I'ION S Y S T E M  I M P R O V E M E N T S ,  C O N S  LS'I'ING 

PUMPING STATION AND APPURTENANCES AND AP- 
PROXIMATELY 3 ,000  F E E T  OF WATER TRANSMISSION 
L I N E S ;  ( 2 )  APPROVAL OF THE PROPOSED PIAN OF 
FINANCING OF SAID PROJECT; AND ( 3 )  APPROVAL 
OF INCREASED WATER RATES PROPOSED TO BE 
CHARGED BY THE D I S T R I C T  T O  ITS CUSTOMERS 

WATER D I S T R I C T  NO. 1, A WATER D I S T R I C T  PUR- 

STATUTES, I N  J E S S A M I N E  COUNTY, KENTUCKY FOR 

OF AN ELEVATED WATER STORAGE TANK, WITH 

O R D E R  

On A p r i l  2 4 ,  1986 ,  J e s s a m i n e  County Water D i s t r i c t  No. 1 

(*Jessamine* or "District") filed I t s  A p p l i c a t i o n  and  Mot ion  t o  

r e o p e n  C a s e  N o .  9277,  s e e k i n g  a u t h o r i z a t i o n  to c o n s t r u c t  a 

$503,000 w a t e r w o r k s  i m p r o v e m e n t  p r o j e c t ,  a p p r o v a l  of i ts  f i n a n c i n g  

for t h e  proposed project  a n d  a p p r o v a l  of a n  i n c r e a s e  i n  its water 

service rates. 

The project financing includes a $330,000 loan from t h e  

F a r m e r s  Home A d m i n i s t r a t i o n  ("E'mHA"),  a $63,000 SUppl~men tEa l  l o a n  

from FmHA, $60 ,000  from d i e t r i c t  f U n d 8 ,  and  $50 ,000  from a l oca l  

d e v e l o p e r .  The FmHA l o a n s  w i l l  be s e c u r e d  by w a t e r w o r k s  r e v e n u e  

bonds  m a t u r i n g  o v e r  a 40-year per iod  a t  i n t e r e s t  r a t e s  of 9 1/8 

p e r c e n t  pe r  annum and 7 1/8 p e r c e n t  p e r  annum, r e s P e c t i v e l Y .  



The pzoject  w i l l  add a water storage t a n k  and re la ted  f a c i l i -  

t i es  to J e s s a m i n e ' s  s y s t e m .  P l a n s  a n d  s p e c i f i c a t i o n s  by P a r r o t t ,  

E l y  a n d  H u t ,  E n g i n e e r s ,  of L e x i n g t o n ,  Kentucky, ( " E n g i n e e r " )  have 

b e e n  a p p r o v e d  by the D i v i s i o r (  of Water of the Natural  R e s o u r c e s  

a n d  E n v i r o n m e n t a l  P r o t e c t i o n  Cabinet. 

A h e a r i n g  was held  on May 28,  1986.  T h e r e  were no 

i n t e r v e n o r s  p r e s e n t  a n d  no  p r o t e s t s  w e r e  entered. 

J e s s a m i n e  r e q u e s t e d  rates to  p r o d u c e  a n  a n n u a l  i n c r e a s e  of 

$83 ,  8 8 5 .  The Commiss ion  h e r e i n  approves r a t e s  c a l c u l a t e d  to 

produce an increase of $56,300 per annum a f t e r  n o r m a l i z a t i o n  of a n  

increase during the  t e s t  period. 

COMMENTARY 

In 1981 the  PmHA and t h e  P u b l i c  Service Commission e x e c u t e d  a 

"Memorandum of A g r e e m e n t "  p e r t a i n i n g  to  FmHA f u n d e d  construction 

projects (. This "Memorandum of A g r e e m e n t " ,  revised i n  1984 ,  

outlines a r e a s o n a b l e  t i m e  s c h e d u l e  for the a c c o m p l i s h m e n t  of all 

n e c e s s a r y  steps to s a t i s f y  t h e  c o n c e r n s  of both  t h e  FmHA and  the 

P u b l i c  Service Commission.  

Unfortunate ly  in this ease, Jessamine hers n o t  enabled u s  t o  

comply w i t h  t h e  YrnHA/PSC agreement. A n  Order could n o t  be e n t e r e d  

by the C o m m i s s i o n  i n  J e s s a m i n e ' s  o r i g i n a l  f i l i n g  in t h i s  matter ,  

s i n c e  the 10-month e t a t u t o r y  time frame for the Commlesion t o  

decide r a t e  cases expired before r ece ip t  Of bids tor the propooed 

c o n s t r u c t i o n .  I n  a d d i t i o n ,  J e s s a m i n e ' s  motion to r e c o n s i d e r  t h i s  

case w a s  not timely filed. C o n s t r u c t i o n  bids had been received 

a b o u t  3 months p r i o r  to r e f i l i n g  and were due to  e x p i r e  J u n e  6 ,  

1986 ,  p r i o r  to the 45-day d x t e n s i o n -  
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CONTINUITY OF ADEQUATE AND RELIABLE SERVICE 

J e s s a m i n e ' s  E n g i n e e r  has  p r o v i d e d  i n f o r m a t i o n  i n d i c a t i n g  t h a t  

r e l i a b l e  a n d  a d e q u a t e  s e r v i c e  c a n  be m a i n t a i n e d  t h r o u g h o u t  t h e  

expanded s y s t e m  a f t e r  completion of the proposed C O n S t r U C t i O n .  

The Commiss ion  is c o n c e r n e d ,  h o w e v e r ,  t h a t  t h e  p r e s s u r e  p r o v i d e d  

by J e s s a m i n e  to  a p p r o x i m a t e l y  75 c u s t o m e r s  i n  t h e  lower e l e v a t i o n s  

of i ts  s e r v i c e  area may e x c e e d  1 5 0  p s i g .  P r e s s u r e s  above t h i s  

l e v e l  are i n  v i o l a t i o n  of Commiss ion  r e g u l a t i o n  807  KAR 5 : 0 6 6 ,  

S e c t i o n  6 (1). 

T h e  Commiss ion  is a l so  c o n c e r n e d  t h a t  a t  c e r t a i n  t i m e s  t h e  

p r e s s u r e  on the s u c t i o n  side of t h e  p r o p o s e d  booster pumping 

s t a t i o n  c o u l d  fall below 30 psig d u r i n g  pump o p e r a t i o n .  J e s s a m i n e  

s h o u l d  m o n i t o r  t h i s  c o n d i t i o n  a f t e r  c o n s t r u c t i o n .  I f  t h i s  moni -  

toring i n d i c a t e s  t h a t  t h e  level of s e r v i c e  a t  t h i s  p o i n t  is 

i n a d e q u a t e  or d e c l i n i n g ,  J e s s a m i n e  s h o u l d  t a k e  t h e  n e c e s s a r y  

a c t i o n s  t o  m a i n t a i n  t h e  l e v e l  of s e r v i c e  i n  c o n f o r m a n c e  w i t h  t h e  

r e g u l a t i o n s  of t h e  Commiss ion .  

The Commiss ion  r e m i n d s  J e s s a m i n e  of i ts  o b l i g a t i o n  t o  p r o v i d e  

a d e q u a t e  p re s su re  t o  a l l  of I t s  customers i n  compliance w i t h  

Commiss ion  r e g u l a t i o n s .  J e s s a m i n e  s h o u l d  t a k e  t h e  n e c e s s a r y  s t e p s  

to i n s u r e  t h a t  no c u s t o m e r ' s  p r e s s u r e  e x c e e d s  1 5 0  psig.  

TEST P E R I O D  

J e s s a m i n e  proposed a n d  t h e  Commiss ion  has a c c e p t e d  t h e  

12-month p e r i o d  e n d i n g  December 31, 1985,  as t h e  test per iod I n  

t h i s  mat ter .  
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REVENUES AND EXPENSES 

J e s s a m i n e  reported a n e t  loss of $2,689 for t h e  test pe r iod .  

The  D i s t r i c t  proposed s e v e r a l  pro forma a d j u s t m e n t s  t o  its t e s t  

period o p e r a t i n g  r e v e n u e s  a n d  expenses  more a c c u r a t e l y  r e f l e c t i n g  

c u r r e n t  o p e r a t i n g  c o n d i t i o n s .  The Commiss ion  f i n d s  t h e s e  a d j u s t -  

m e n t s  r e a s o n a b l e  and  has accepted them for r a t e - m a k i n g  g U r p O S e 8  

w i t h  t h e  fo l lowing  exceptions: 

O p e r a t i n g  R e v e n u e s  

Jessamine showed test  period o p e r a t i n g  r e v e n u e s  of $ 9 4 , 1 1 1  

f r a n  t h e  sale of water t o  its 409 cus tomers .  The b i l l i n g  a n a l y s i s  

was a d j u s t e d  by t h e  C o m m i s s i o n  s t a f f  for m a t h e m a t i c a l  e r r o r s  a n d  

t o  r e f l e c t  i n d i v i d u a l  usage of s i x  m u l t i - u n i t  c u s t o m e r s  t h a t  had  

been b i l l e d  as a u n i t  d u r i n g  t h e  test  p e r i o d .  Us ing  water usage 

f i g u r e s  f u r n i s h e d  by Jea8amino, the CO11~ni88 iOn s t a f f  f u r t h e r  

r e v i s e d  t h e  b i l l i n g  a n a l y s i s ,  causing an a d j u s t m e n t  of $13,813, 

r e s u l t i n g  i n  n o r m a l i z e d  t e s t  year revenues of $107,924. 

Purchased Water 

J e s s a m i n e  I n c u r r e d  p u r c h a s e d  water expense i n  t h e  amoun t  of 

$ 5 1 , 4 3 1  for t h e  test p e r i o d ,  to  w h i c h  it made a pro forma a d j u s t -  

men t  of $ 3 , 7 1 1 ,  for a n  adjusted water cost of $ 5 5 , 1 4 5 .  The 

c r i t e r i o n  for t h e  a d j u s t r c e n t  was an e s t i m a t e  of f u t u r e  sales. The 

Commiss ion  is of t h e  o p i n i o n  t h a t  s i n c e  the b i l l i n g  a n a l y s i s  

teptesrntm avoraga wator malua Lor t h e  tee t  per iod,  an a d j u s t m e n t  

t o  t h i s  l e v e l  is i n a p p r o p r i a t e  w i t h o u t  a s imi l a r  a d j u s t m e n t  to 

w a t e r  sales. T h e r e f o r e ,  t h e  Commlss ion  ha8 reduced purchased 

water C o s t  by $3.714.  
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f n f  l a t i o n  Ad j u a t r n e n t  

I t  is the p r a c t i c e  of the Commiealon to  allow only known and 

measurable i n c r e a s e s  to a c t u a l  test period e x p e n s e s  wh ich  can be 

s u b s t a n t i a t e d  by appropriate d o c u m e n t a t i o n  such as i n v o i c e s  and/or 

o t h e r  r e l a t ed  m a t e r i a l  which support proposed a d j u s t m e n t s .  The 

n o t e s  t o  J e s s a m i n e ' s  comparative income s t a t e m e n t  indicate t h a t  

t h e  f o l l o w i n g  a c c o u n t s  and a d j u s t m e n t s  were c a l c u l a t e d  by use of 

a n  " i n f l a t i o n  a d j u s t m e n t "  of a p p r o x i m a t e l y  3.5 p e r c e n t .  The 

proposed c o n s t r u c t i o n  p ro jec t  will n o t  c a u 8 e  any c h a n g e  i n  the 

level of operatio-is o t h e r  t h a n  t h o s e  s p e c i f i c a l l y  i d e n t i f i e d  in 

o t h e r  sections of t h i s  Order. T h e r e f o r e ,  t h e  Commiss ion  has 

deleted t h e  f o l l o w i n g  pro forma a d j u s t m e n t s  t o t a l l i n g  $2,334:  

M a i n t e n a n c e  of Meters $ 7 6 2  
Meter R e a d i n g  Lgbor $ 192 
Office S u p p l i e s  a n d  O t h e r  Expense  $ 2 4 4  
P r o p e r t y  I n s u r a n c e  $ 120 
EPA Mon i t o r  I ng $10016 

Outside Services Employed 

Item number 7 of t h e  n o t e s  to t h e  comparative income s t a t e -  

m e n t  i n d i c a t e s  a v e r a g e  a n n u a l  e n g i n e e r i n g  c o n s u l t a t i o n  fees of 

$10659 t o  w h i c h  a pro  forma a d j u s t m e n t  of $ 2 , 0 0 0  h a s  been added to  

provide e n g i n e e r i n g  s e r v i c e s  r e l a t ed  to the f u t u r e  r e l o c a t i o n  of 

water l i n e s  a s  a r e s u l t  of road c o n s t r u c t i o n  and u p g r a d i n g  of 

w a t e r  l i n e a .  The C a m n i s e i o n  is of the o p i n i o n  t h a t  a n y  expensea  

i n c u r r e d  f o r  t h i s  p u r p o s e  should be capitalized at t h e  c o n c l u s i o n  

of much c o n a t r u c t i o n ,  ana ti413 ttiaratote d e l e t e d  $ 2 , 0 0 0  from the 

test  y e a r  p ro  forma o p e r a t i n g  expenses. 
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D e p r e c i a t i o n  E x p e n s e  

J e s s a m i n e  had  recorded d e p r e c i a t i o n  e x p e n s e  i n  t h e  amount  of 

$ 7 , 4 5 1  f o r  t h e  t e s t  per iod .  On t h e  c o m p a r a t i v e  income s t a t e m e n t  

f i l e d  on May 23, 1986, i t  showed a pro  forma a d j u s t m e n t  of $ 9 , 3 7 4 ,  

for a d j u s t e d  d e p r e c i a t i o n  e x p e n s e  of $16,825. A f t e r  t h e  h e a r i n g ,  

J e s s a m i n e  s u b m i t t e d  a n  a n a l y s i s  of d e p r e c i a t i o n  expense o n  J u n e  2, 

1 9 8 6 ,  i n d i c a t i n g  d e p r e c i a t i o n  e x p e n s e  on t h e  e x i s t i n g  plant of 

$8,238 a n d  pro forma d e p r e c i a t i o n  e x p e n s e  o n  t h e  proposed 

construction of $ 1 2 , 5 7 5 ,  t o t a l l i n g  $20 ,813 .  I t  h a s  b e e n  t h e  

p r a c t i c e  of t h e  Commiss ion  i n  p r e v i o u s  d e c i s i o n s  t o  c o m p u t e  

d e p r e c i a t i o n  expense for r a t e - m a k i n g  purposes on t h e  basis of 

o r i g i n a l  cost  of t h e  p l a n t  i n  s e r v i c e  less c o n t r i b u t i o n s  i n  a i d  of 

c o n s t r u c t i o n ,  a s  a u t i l i t y  s h o u l d  n o t  b e  allowed r e c o v e r y  of t h a t  

p o r t i o n  of t h e  p l a n t  w h i c h  h a s  b e e n  p r o v i d e d  f r e e  of cost. 

In d e t e r m i n i n g  t h e  a l lowab le  d e p r e c i a t i o n  e x p e n s e  t h e  C o m m i s -  

s i o n  has  u s e d  a r a t e  of 2 . 5  p e r c e n t  i n  i ts  c a l c u l a t i o n s ,  w h i c h  is 

t h e  same percentage u s e d  by J e s s a m i n e .  T h u s ,  t h e  Commiss ion  f i n d s  

t h a t  t h e  appropr ia te  a d j u s t e d  test  pe r iod  d e p r e c i a t i o n  expense is 
1 817,042.  

C o m p u t a t i o n  of d e p r e c i a t i o n  e x p e n s e :  

Water u t i l i t y  p l a n t  i n  servicar 

Lessr C o n t r  i b u t l o n s  i n  a i d  o f  c o n s t r u c t i o n -  

E x i s t i n g  p l a n t ,  December 31, 1985 $ 3 2 9 , 5 5 2  
Proposed new c o n s t r u c t  i o n  503,000 $832 ,552  

E x i s t i n g  p l a n t ,  December 31 ,  1985 $100,841 
P r o p o s e d  new c o n s t r u c t i o n  5 0 , 0 0 0  1 5 0  8 4 1  

Non-cont r  ibuted  p l a n t  i n  s e r v i c e  $nrbri 
Composite r a t e  ( J e s s a m i n e  No. 1 Sch. No. 3- 
$20,813 i $ 8 3 2 , 5 5 2  = 2 . 5 % )  
A l l o w a b l e  d e p r e c i a t i o n  e x p e n s e  
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T h e r e f o r e ,  J e s s a m i n e ' s  a d j u s t e d  o p e r a t i o n s  a t  t h e  e n d  of t h e  

test  per iod a re  as follows: 

J e s s a m i n e  N o .  Commiss ion  Commiss ion  
1 A d j u s t e d  A d j u s t m e n t s  A d j u s t e d  

O p e r a t i n g  R e v e n u e s  $ 96,540 $13,813 $110,353 
Ope I at 1 ng Expenses 123,289 (7,831)  115,458 
N e t  O p e r a t i n g  Income $ ( 2 6 , 7 4 9 )  $21,644 
O t h e r  Income 975 975 
Debt S e r v i c e  R e q u i r e m e n t  43,912 ( 4 3 7 )  43 ,475 
O t h e r  I n t e r e s t  Expense 27 27  
N e t  Income 3 (69,713) $22,081 S ( 4 7 , 6 3 2 )  

REVENUE REQUIREMENT 

J e s s a m i n e ' s  a n n u a l  d e b t  s e r v i c e  based o n  d e b t  o u t s t a n d i n g  

d u r i n g  the t e s t  p e r i o d  a n d  d e b t  proposed i n  t h i s  p r o c e e d i n g  is 

$43 ,475 .2  Jessamine 's  a d j u s t e d  n e t  o p e r a t i n g  loss of $5,105 p l u s  

a d j u s t e d  in te res t  income of $975 p r o v i d e s  3 n e g a t i v e  debt s e r v i c e  

coverage ( "DSC")  of 0.095X. The Commission is of the opinion t h a t  

this c o v e r a g e  is u n f a i r ,  u n j u s t  a n d  u n t e a s o n a b l s .  To a c h i e v e  a 

DSC of 1 . 2 X ,  which  t h e  C o m m i s s i o n  is of t h e  o p i n i o n  is t h e  f a i r ,  

j u s t  and r e a s o n a b l e  coverage n e c e s s a r y  f o r  J e s s a m i n e  t o  pay its 

o p e r a t i n g  e x p e n s e s  and to  m e e t  t h e  r e q u i r e m e n t s  of i t s  l e n d e r s ,  

J e s s a m i n e  would require a n e t  o p e r a t i n g  income of $51,195. 

Accordingly, t h e  Commission h a s  determined t h a t  a d d i t i o n a l  z e v e n u e  

C o m p u t e t i o n  of a v e r a g e  debt s e r v i c e :  

E r i a t l n g  debt - ( 5 - y e a r  8 V e K a g W  of principal) 

Proposed deb t  - (5-year a v e r a g e  of p r i n c j p a l )  

T o t a l  debt s e r v i c e  

( 5 - y e a r  a v e r a g e  of i n t e r e s t )  

(5-year average of i n t e r e s t )  

$ 4 ,000  
3,450 
1,500 

3 4 , 5 2 5  
$ 4 3 , 4 7 5  
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of $ 5 6 , 3 0 0  is necessary t o  p rov ide  t h e  1 . 2 X  DSC w h i c h  will e n s u r e  

t h e  f i n a n c i a l  s t a b i l i t y  of J e s s a m i n e .  

B i l l i n q  A n a l y s i s  

Jessamine s e r v e s  six m u l t i - u n i t  c u s t o m e r s  t h r o u g h  master  

meters who w e r e  b i l l e d  as s i n g l e  c u s t o m e r s  d u r i n g  the t es t  y e a r .  

However, effective January 1, 1986, the b i l l i n g  procedure for 

these customers was c h a n g e d  to  a per u n i t  b a s i s ,  which  was n o t  

t a k e n  i n t o  a c c o u n t  i n  c a l c u l a t i n g  its proposed r a t e s  a n d  revenue .  

S u b s e q u e n t  to  t h e  h e a r i n g ,  J e s s a m i n e  p r o v i d e d  its i n i t i a l  

work papers and a s c h e d u l e  s h o w i n g  t h e  m o n t h l y  u s a g e  for each of 

t h e  m u l t i - u n i t  c u s t o m e r s .  Based on t h i s  a d d i t i o n a l  i n f o r m a t i o n ,  

the Commiss ion  has a d j u s t e d  t h e  b i l l i n g  a n a l y s i s  to re f lec t  the 

c h a n g e  in b i l l i n g  p r o c e d u r e ,  r e s u l t i n g  i n  normalized test year 

water s a l e s  r e v e n u e  of $107,924.  

R a t e  D e s i g n  

Jessamine b i l l s  i t s  c u s t o m e r s  o n  a d e c l i n i n g  block r a t e  

s c h e d u l e  w i t h  three usage l e v e l s .  The r a t e s  proposed by Jessamine 

w o u l d  r e s u l t  i n  i n c r e a s e s  of 33 p e r c e n t ,  114 p e r c e n t  and 108 per- 

c e n t  for t h e  r e s p e c t i v e  u s a g e  levels. N o  e v i d e n c e  was p r e s e n t e d  

as to t h e  m e t h o d o l o g y  used i n  a r r i v i n g  a t  t h e  proposed r a t e s  or to  

justify the w i d e  v a r i a t i o n  i n  i n c r e a s e s  per r a t e  level. 

I t  is t h e  p r a c t i c e  of t h e  Commiss ion  to  p r o m o t e  g r a d u a l i s m  

end  to r e q u i r e  j u s t i f i c a t i o n  f o r  m a t e r i a l  c h a n g e s  in rate d e s i g n .  

Further,  t h e  proposed r a t e s  were b a s e d  o n  a b i l l i n g  a n a l y s i s  which 

d i d  n o t  c o n s i d e r  t h e  e f f ec t  of t he  c h a n g e d  p r o c e d u r e  fo r  

m u l t i - u n i t  c u s t o m e r  b i l l i n g .  Therefore, the Commfssion is of the 

o p i n i o n  t h a t  t h e  i n c r e a s e  g r a n t e d  h e r e i n  s h o u l d  be more e v e n l y  
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d i s t r i b u t e d  a n d  t h a t  t h e  r a t e s  i n  A p p e n d i x  A w i l l  a c c o m p l i s h  a 

more equitable d i s t r i b u t i o n  of t h e  i n c r e a s e  t h a n  those proposed b y  

t h e  D i s t r  i c t  . 
FINDINGS AND ORDERS 

The Commiss ion ,  after c o n s i d e r a t i o n  of t h e  a p p l i c a t i o n  a n d  

e v i d e n c e  of record  a n d  b e i n g  advised, is of t h e  o p i n i o n  and f i n d s  

t h a t :  

1. A c c o r d i n g  t o  i n f o r m a t i o n  p r o v i d e d  by  t h e  E n g i n e e r ,  upon 

c o m p l e t i o n  of c o n s t r u c t i o n ,  p r e s s u r e  to  a p p r o x i m a t e l y  75 custom- 

ers w i l l  exceed 150 p s i g .  Pressures above t h i s  l e v e l  are i n  

v i o l a t i o n  of Commiss ion  r e g u l a t i o n  807  KAR 5 : 0 6 6 ,  S e c t i o n  6(1). 

J e s s a m i n e  s h o u l d  i n s t a l l  p r e s s u r e  r e d u c i n g  f a c i l i t i e s  t o  insure 

t h a t  no c u s t o m e r ' s  p r e s s u r e  exceeds 1 5 0  p i g .  

2. With  the i n s t a l l a t i o n  of p r e s s u r e  r e d u c i n g  f a c i l i t i e s  

i n  a c c o r d a n c e  w i t h  F i n d i n g  Number 1 h e r e i n ,  p u b l i c  c o n v e n i e n c e  

and n e c e s s i t y  r e q u i r e  t h a t  t h e  c o n s t r u c t i o n  b e  p e r f o r m e d  and t h a t  

a c e r t i f i c a t e  of p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  be g r a n t e d .  

3.  The proposed p r o j e c t  i n c l u d e s  a b o u t  3000 feet  of lo-, 

and 6-inch water main, a 250,000-gallon water storage t a n k ,  a 

booster pumping  s t a t i o n  a n d  m i s c e l l a n e o u s  a p p u r t e n a n c e s .  The  low 

b i d s  recoived for t h e  proposed c o n s t r u c t i o n  to ta led  $362,959 

w h i c h  w i l l  r e q u i r e  a b o u t  $503,000 i n  project  f u n d i n g  after allow- 

a n c e s  a r e  made for fees, c o n t i n g e n c i e e ,  o t h e r  i n d i r e c t  C o l t e ,  

pressure  r e d u c i n g  f a c i l i t i e s  a s  o u t l i n e d  i n  F i n d i n g  Number I, 

a d d i t i o n a l  c o n s t r u c t i o n  b e i n g  c o n s i d e r e d  to  u t i l i z e  a n y  r e m a i n i n g  

c o n t i n g e n c y  f u n d e .  
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4. Jessamine should obtain approval from the Commission 

pr lor to per forming any additional construction not e x p r e s s l y  

certificated by this Order. 

5. Any deviations from the construction h e r e i n  approved 

which could a d v e r s e l y  affect service to any Customer should be 

done only with t h e  prior approval of this Commission. 

6. Jessamine should furnish duly verified documentation of 

the total costs of this project including the cost of construc- 

tion and a l l  other capitalized costs (engineering, legal, admin- 

istrative, etc.) within 60 days of the date that construction is 

substantially completed. Said construction costs should be 

classified into appropriate plant accounts in accordance with the 

Uniform System of Accounts for Water Utilities prescr ibed  by this 

Commission. 

7. Jessamine's contract with its Engineer should require 

the full-time resident inspection under the general sopervialon 

of a professional engineer with a Kentucky registration in civil 

or mechanical engineering to  ensure that the construction work is 

done in accordance with t h e  contract plans and specifications and 

in conformance with the  b e s t  practices of the construction trades 

involved in the project. 

8. Jeeeamlne should require the Engineer to furnieh a copy 

of the "as-built" drawings and a signed statement that the con- 

struction hss been eatie€actor l l y  completed in accordance with 

the contract  plans and specifications wlthin 60 days of the date 

of substantial completion of this construction. 
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9. The f i n a n c i n g  p l a n  proposed by  J e s e a r n i n e  is fo r  l a w t u l  

objects w l t h l n  t h e  corporate purposes of its u t i l i t y  operations, 

is n e c e s s a r y  a n d  appropr ia te  for a n d  c o n s i s t e n t  w i t h  t h e  proper 

p e r f o r m a n c e  of s e r v i c e s  to t h e  p u b l i c  a n d  will n o t  impair i t s  

a b i l i t y  t o  p e r f o r m  these s e r v i c e s  a n d  s h o u l d ,  therefore ,  be 

a p p r o v e d  

10. The f i n a n c i n g  s e c u r e d  by J e s s a m i n e  for t h i s  project  

w i l l  be n e e d e d  t o  p a y  fo r  t h e  Work h e r e i n  a p p r o v e d .  J e s s a m i n e ' s  

f i n a n c i n g  p l a n  s h o u l d ,  t h e r e f o r e ,  be  a p p r o v e d .  

11. The r a t e s  proposed by J e s s a m i n e  p r o d u c e  r e v e n u e s  i n  

excess o f  t h e  r e v e n u e s  f o u n d  reasonable h e r e i n  and s h o u l d  be 

d e n i e d  upon a p p l i c a t i o n  of KRS 278.030. 

12. The rates and c h a r g e s  i n  Appendix A a r e  the f a i r ,  j u s t  

and reasonable rates a n d  charges  t o  be c h a r g e d  by J e s s a m i n e  in 

t h a t  t h e y  e h o u l d  produce r e v e n u e s  from water s a l e s  Of $164,224 

and gross r e v e n u e s  of $167 ,628 .  

IT IS THEREFORE ORDERED t h a t :  

1. J e s s a m i n e  be a n d  it h e r e b y  is g r a n t e d  a c e r t i f i c a t e  of 

pub1 ic c o n v e n i e n c e  and n e c e s s i t y  to proceed w i t h  t h e  proposed con-  

s t r u c t i o n  project as s e t  f o r t h  in t h e  d r a w i n g s  a n d  s p e c i f i c a t i o n s  

of record h e r e i n  on t h e  c o n d i t i o n  tha t  p r e s s u r e  r e d u c i n g  faclli- 

t i e s  be i n s t a l l e d  i n  a c c o r d a n c e  w i t h  F i n d i n g  Number 1 of t h i s  

Order.  

2. J e s s a m i n e ' s  p l a n  of f i n a n c i n g  c o n s i a t i n g  of a l o a n  from 

t h e  FmHA i n  t h e  amount  of $330,000 w i t h  a n  i n t e r e a t  r a t e  of 9 1/8 

percent and a 40-year term, a s u p p l e m e n t a l  l o a n  from t h e  FmHA i n  

t h e  amount  of $63,000 with a n  i n t e r e s t  rate of 7 1/8 p e r c e n t  and  a 
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40-year  t e r m ,  a g r a n t  f rom a local d e v e l o p e r  i n  t h e  a m o u n t  of 

$50,000 a n d  $60,000 i n  J e s s a m i n e  f u n d s  be and it hereby is  

approved . 
3. If under  new FmHA l o a n  c o n d i t i o n s  J e s s a m i n e  i s  n o t i f i e d  

and  g r a n t e d  t h e  o p t i o n  of a c c e p t i n g  a lower i n t e r e s t  r a t e  a t  t h e  

da t e  of c l o s i n g ,  J e s s a m i n e  s h a l l  f i l e  w i t h  t h e  Commiss ion  t h e  RnHA 

n o t i f i c a t i o n  of t h e  lower i n t e r e s t  r a t e  and s h a l l  p r o v i d e  a l l  

correspondence f rom and to  FmHA concerning t h i s  n o t i f i c a t i o n  

w i t h i n  30 days of t h e  c l o s i n g  date.  

4. Jessamine s h a l l  f i l e  a s t a t e m e n t  of t h e  i n t e r e s t  rate 

accepted from FmHA w i t h i n  30 days of the date of closing. 

5. If J e s s a m i n e  a c c e p t s  a n  i n t e r e s t  r a t e  d i f f e r e n t  f rom t h e  

r a t e  a p p r o v e d  h e r e i n ,  it s h a l l  f i l e  amended p a g e s  to  i t a  bond 

r e s o l u t i o n  and  a n  amended a m o r t i z a t i o n  s c h e d u l e .  

6 .  If J e s s a m i n e  is e l i g i b l e  b u t  does n o t  t a k e  a d v a n t a g e  of 

a lower interest r a t e  a t  t h e  t i m e  of c l o s i n g ,  it s h a l l  f u l l y  

documen t  why t h e  lower r a t e  w a s  n o t  accepted showing a n  a n a l y s i s  

of the h ighe r  costs associated w i t h  the l o a n  over its l i f e .  

7 .  Jessamine s h a l l  comply  w i t h  a l l  mat te rs  set o u t  i n  

F i n d i n g s  4 t h t o u g h  8 as i f  t h e  Bame were I n d i v i d u a l l y  so ordered. 

8. The r a t e s  a n d  cha rges  proposed by Jef38amIne be a n d  t h e y  

h e r e b y  are d e n i e d .  

9. The r a t e s  a n d  cherges  in A p p e n d i x  A be a n d  t h e y  h e r e b y  

are a p p r o v e d  f c r  s e r v i c e  r e n d e r e d  by  J e s s a m i n e  on and a f t e r  the 

date of t h i s  Order .  
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10. W i t h i n  30 days from t h e  date  of t h i s  Order J e s s a m i n e  

s h a l l  f i l e  w i t h  t h i s  Commission its r e v i s e d  tariff s h e e t s  s e t t i n g  

o u t  t h e  r a t e s  and c h a r g e s  approved  h e r e i n .  

Nothing c o n t a i n e d  h e r e i n  s h a l l  b e  deemed a warranty  of t h e  

Commonwealth of Kentucky,  or a n y  a g e n c y  t h e r e o f ,  of t h e  f i n a n c i n g  

h e r e i n  a u t h o r i z e d .  

Done a t  Frankfort, Kentucky,  t h i s  l l t h d a y o f  July, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVXCE 
COMMISSION IN CASE NO. 9567 DATED JULY 11, 1986. 

The following rates and charge8 are prescr ibed for customers 

receiving water s e r v i c e  from Jessamine C o u n t y  Water District NO. 

1. ~ l l  other rates and c h a r g e s  not specifically mentioned herein 

shall remain t h e  same as t h o s e  in effect u n d e r  a u t h o r i t y  of this 

Commission prior to the e f fec t ive  date of this Order. 

Usaqe Blocks Monthly Rates 

First 3,000 gallons $12 .55  Minimum 
N e x t  7 ,000  gallons 2.15 per 1,000 gallons 
Over 10,000 ga l lons  1.85 per 1,000 gallons 

Minimum Bills 

Meter S i z e  Minimum Usage 

5/8-inch X 3/4-inch 3,000 gallons 
1-inch 5,000 gallons 

1 1/2- inch 10,000 gallons 

Minimum Bill 

$12.55 
16.85 
27 - 6 0  

All usage above the minimum will be billed according to the 

general r a t e  schedule. 


